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Trade updates 
 
BP Canadian Core Plus Balanced (Capital Markets) – BluePrint 
 
July 9, 2024 

RECENT TRADES 

 

New Buy - 

Increase Weight 
BMO Long Corporate Bond Index ETF (ZLC), BMO Short Federal 
Bond Index ETF (ZFS), BMO Mid-Term US IG Corp Bond Hedged 
to CAD Index ETF (ZMU) 

Decrease Weight BMO US TIPS Index ETF (Hedged Units) (TIPS.F) 

Full Sell - 

 

PORTFOLIO MANAGERS 
Brian Belski, Chief Investment Strategist, BMO Capital Markets 
Matt Montemurro, CFA, MBA, Head, Fixed Income and Equity Index ETFs, Exchange Traded Funds 

RATIONALE 
While 2024 has had a volatile start to the year with interest rate expectations moving significantly. Rate cut 
expectations were continuously pushed further out into the second half of 2024 as inflation proved to be stickier 
than expected. Canada and the US expectations began to diverge with Canada seemingly doing a better job of 
cooling inflation, than our neighbours south of the border, who’s economy continued to show robust growth and 
little signs of weakness. The market began pricing in a significant divergence in policy in the spring of 2024. 
 
In June, the BoC became the first of the G7 countries to cut interest rates. The market is pricing in another two 
interest rate cuts for the remainder of 2024. The cutting cycle in Canada has begun, while the Fed continues to sit 
on the sidelines, with few expectations of near-term moves. The US continues to be concerned about inflation as it 
ran hot for much of 2024. That being said, May’s CPI print was cooler than expectations and has calmed the market 
on further igniting inflation concerns. The market is pricing in 1-2 cuts for the Fed in 2024 – with these being 
pushed later in the year due to the upcoming US election. 
 
The portfolio manager believes that, while inflation is still a valid concern, that the US holding rates higher for 
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longer will be able to effectively cool inflation. As such, the useful life of utilizing US TIPS within a portfolio context 
has little near term benefit. The portfolio manager has decided to remove US TIPS exposure – selling BMO US TIPS 
INDEX ETF - HEDGED UNITS (TIPS.F) and adding duration through Canadian long corporate bonds exposure (BMO 
LONG CORPORATE BOND INDEX ETF (ZLC)) and mid term US Investment Grade Bond exposure (BMO MID-TERM US 
IG CORPORATE BOND HEDGED TO CAD INDEX ETF (ZMU)).  
 
The cost for inflation protection is too high relative to the benefit and with inflation breakevens continuing to come 
in, it is the portfolio manager’s belief that inflation will be effectively controlled by the Fed moving forward.  
 
US 1 Year Inflation Breakevens 

 
Source: Bloomberg, as of July 9, 2024. 
 
The portfolio is currently positioned at a neutral benchmark duration (vs the 50/50 short mid benchmark), yet is 
utilizing a barbell strategy which should benefit from a falling interest rate environment, in both Canada and the 
US. The portfolio manager is adding corporate bond exposure (~+6%) as interest rates fall, this should help to 
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loosen financial conditions and help corporate bonds outperform. As well, the portfolio continues to generate a 
yield that is premium to the benchmark, which should help stabilize returns during periods of volatility.  
 
Overall, the portfolio manager believes that these trades position the portfolio well for the period ahead.  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
IMPORTANT DISCLAIMERS  
FOR NESBITT BURNS ADVISOR USE ONLY. No portion of this communication may be reproduced or distributed to 
clients as it may not comply with Sales Communications requirements. 
 
BMO Nesbitt Burns Inc. provides this commentary to clients for informational purposes only. The information 
contained herein is based on sources that we believe to be reliable, but is not guaranteed by us, may be 
incomplete or may change without notice. The comments included in this document are general in nature, and 
professional advice regarding an individual’s particular position should be obtained.  
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® ”Nesbitt Burns” and “Nesbitt Burns BluePrint Program” are registered trademarks of BMO Nesbitt Burns Inc.  
 
Member-Canadian Investor Protection Fund. 
 
BMO Global Asset Management is a brand name under which BMO Asset Management Inc. and BMO Investments 
Inc. operate. 
 
Any statement that necessarily depends on future events may be a forward-looking statement. Forward-looking 
statements are not guarantees of performance. They involve risks, uncertainties and assumptions. Although such 
statements are based on assumptions that are believed to be reasonable, there can be no assurance that actual 
results will not differ materially from expectations. Investors are cautioned not to rely unduly on any forward-
looking statements. In connection with any forward-looking statements, investors should carefully consider the 
areas of risk described in the most recent simplified prospectus. 
 
The viewpoints expressed by the Portfolio Manager represents their assessment of the markets at the time of 
publication. Those views are subject to change without notice at any time. The information provided herein does 
not constitute a solicitation of an offer to buy, or an offer to sell securities nor should the information be relied 
upon as investment advice. Past performance is no guarantee of future results. This communication is intended for 
informational purposes only. 
 
The information contained herein is not, and should not be construed as, investment, tax or legal advice to any 
party. Investments should be evaluated relative to the individual’s investment objectives and professional advice 
should be obtained with respect to any circumstance. 
 
The portfolio holdings are subject to change without notice and only represent a small percentage of portfolio 
holdings. They are not recommendations to buy or sell any particular security. 
 
Commissions, management fees and expenses (if applicable) all may be associated with investments in mutual 
funds. Trailing commissions may be associated with investments in certain series of securities of mutual funds. 
Please read the fund facts, ETF facts or prospectus of the relevant mutual fund before investing. Mutual funds are 
not guaranteed, their values change frequently and past performance may not be repeated. Distributions are not 
guaranteed and are subject to change and/or elimination. 
 
For a summary of the risks of an investment in the BMO Mutual Funds, please see the specific risks set out in the 
prospectus. ETF Series of the BMO Mutual Funds trade like stocks, fluctuate in market value and may trade at a 
discount to their net asset value, which may increase the risk of loss. Distributions are not guaranteed and are 
subject to change and/or elimination. 
 
“BMO (M-bar roundel symbol)” is a registered trademark of Bank of Montreal, used under licence. 
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